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Macro developments

* India’s services PMI slipped to 53.1in Dec18 from 53.7 in Nov18 on account BOB Economics Research
+0122 6698 5713

of slower pace of rise in new orders. However, employment rose at the
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second fastest pace in last eight months and business sentiment improved
to a three-month high. Softening up of cost inflation to a 19-month low is

likely to support services sector in the near term.

= Global services PMI fell from 53.7 in Nov18 to 53.1in Dec’18, taking the
QACY18 average reading down to 53.4—weakest since Q4CY16. While US,

China & India remained above the global average, the main drag were
European countries. Eurozone’s services PMI fell to 51.2 from 53.4 in
Nov'18, led by Germany and France. Eurozone has reported sharp decline in

new orders and softening of employment. Input price pressures remain.

* Inabid to boost liquidity, PBOC has cut RRR rates for all banks (currently:
14.5% of large banks &12.5% for smaller banks) by 1%. The rate cut will be in 2
phases of 0.5%, effective from 15 Jan & 25 Jan respectively. This is expected
to free up ~800bn Yuan (US$ 116bn). Further, to stimulate economic
growth government also plans to make more tax cuts and boost infrastructure

spending. This may take the fiscal deficit to 3% in CY19 from 2.6% in CY18.

Markets

= Bonds: Global yields closed mixed. US10Y yield shot up by 11bps (2.67%)
on the back of higher job creation and pick up in wage growth. Crude prices
rose by 2% (US$ 57/bbl) driven by further trade talks between US & China.
Indian 10Y yield also shot up by 2bps (7.45%) led by selling pressure from
foreign and private banks. It was trading at 7.44% today.

= Currency: Global currencies closed mixed. While JPY depreciated by (-
0.8%), both EUR and CNY ended flat. Other major currencies closed
higher as DXY fell by (-) 0.1% after US Fed Chair signalled a more cautious
approach going forward. INR today opened at a 5-month high of 69.39/%.

Asian currencies were also trading higher.

= Equity: Except Nikkei (-2.3%), global indices ended higher led by news of
trade talk between US & China scheduled this week. Dow surged by 3.3% as
Fed signalled slower pace of rate hikes in CY19 and on the back of stronger
jobs report. Sensex was trading higher today, in line with other Asian

markets.
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FIG1- MOVEMENT IN KEY GLOBAL ASSET CLASSES
Particulars Current 1D 1w M 3M 12M
10Y yields (A bps)
us 2.67 " ) 25) (57) 19
UK 1.28 8 1 @ “45) 3
Japan (0.04) @ @ (10) (19 (10)
Germary 0.21 6 3) %) 37) 3)
India 7.45 2 6 1 (58) 16
China 314 ) an 18) 49 79
2 yields (A bps)
us 2.49 12 2 (30) (39) 53
UK 0.76 6 1 0 16) 26
Japan ©18) @ @ @ ©® S
Germany (0.60) 2 : : ® :
India 6.84 1 1 28) 99) 25
China# 2.69 0 1 19 28) M6)
Currencies (A %)
EUR 11395 0 (0.4) 04 an (5.3)
GBP 12723 0.8 0.2 on (3.0) 6.2
JPY 108.51 (0.8) 1.6 47 4.6 4.0
AUD 0/Mms3 15 09 (@3] 0.9 9.5)
INR 6973 07 03 1.0 55 (10.0)
CNY 6.8692 0 01 0.2 0.8 (5.9)
Equity & Other indices (A %)
DOW 23,433 33 1.6 (6.4) m.4) 7.4)
FTSE 6,837 2.2 15 1.2 (6.6) m.5s)
DAX 10,768 34 2.0 (3.9 mmn 19.2)
NIKKEI 19,562 2.3) (3.0) (10.8) 17.8) 17.5)
Shanghai Comp 2515 2.0 038 G 7.6) (25.9)
SENSEX 35,695 05 an (0.5) 38 45
Brent (USD/bbI) 57.06 2.0 93 (7.3) (32.2) (15.6)
Gold (USD/oz) 1,286 (0.6) 04 39 6.8 2.5)
CRB Index 412.9 05 1.0 (1.0) 1.0 5.4)
Rogers Agri Index 768.0 0.8 1 a.6) @ .2
LIBOR (3M)* 2.80 01 0 3 39 109
INR 5Yr Swap* 7.20 (3] ) 4 (56) 49
India Fll data (US$ mn) 3 Jan 2 Jan WTD MTD CYTD FYTD
FIl-Debt 2033 353 3304 158.0 158.0 (6,832.7)
Fll-Equity (150.3) (62.5) (288.7) 145.2) 145.2) (6,828.1)
Source: Bloomberg, Bank of Baroda | #1 year yield is taken, *Indicates change in bps
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Disclaimer

The views expressed in this research note are personal views of the author(s) and do not necessarily reflect the views of Bank of Baroda. Nothing contained in this
publication shall constitute or be deemed to constitute an offer to sell/ purchase or as an invitation or solicitation to do so for any securities of any entity. Bank of Baroda
and/ or its Affiliates and its subsidiaries make no representation as to the accuracy; completeness or reliability of any information contained herein or otherwise provided
and hereby disclaim any liability with regard to the same. Bank of Baroda Group or its officers, employees, personnel, directors may be associated in a commercial or
personal capacity or may have a commercial interest including as proprietary traders in or with the securities and/ or companies or issues or matters as contained in this
publication and such commercial capacity or interest whether or not differing with or conflicting with this publication, shall not make or render Bank of Baroda Group
liable in any manner whatsoever & Bank of Baroda Group or any of its officers, employees, personnel, directors shall not be liable for any loss, damage, liability whatsoever

for any direct or indirect loss arising from the use or access of any information that may be displayed in this publication from time to time.

Visit us at www.bankofbaroda.com
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For further details about this publication, please contact:

Economics Research Department
Bank of Baroda
+9122 6698 5713

chief.economist(@bankofbaroda.com
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